RULE-MAKING ORDER CR-103 (7/22/01)

(RCW 34.05.360)
Agency: Insurance Commissioner X Permanent Rule
[] Emergency Rule
(1) Date of adoption: February 2, 2004 [] Expedited Rule Making

(2) Purpose: The Commissioner is adopting the 2001 Commissioner’s Standard Ordinary (CSO) Mortality
Tables adopted by the National Association of Insurance Commissioner (NAIC) in 2002. The new tables address
plans of insurance that have separate rates for nonsmokers and smokers and for plans of insurance that have the
same rates for males and females. The 2001 CSO Mortality Tables reflect changes in mortality since the
development of the 1980 CSO table. The 1980 CSO tables are the current mortality tables used by life insurers;
the 2001 tables provide an alternate minimum valuation standard of mortality for life insurance products.
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(3) Citation of existing rules affected by this order:
Repealed:
Amended:
Suspended:

(4) Statutory authority for adoption: RCWs 48.02.060, 48.74.030, and 48.76.050
Other Authority:

PERMANENT RULE ONLY (Including Expedited Rule Making)
Adopted under notice filed as WSR 03-23-105 on 11/18/03 (date).
Describe any changes other than editing from proposed to adopted version: None

EMERGENCY RULE ONLY

Under RCW 34.05.350 the agency for good cause finds:

[](a) Thatimmediate adoption, amendment, or repeal of a rule is necessary for the preservation of the public
health, safety, or general welfare, and that observing the time requirements of notice and opportunity to
comment upon adoption of a permanent rule would be contrary to the public interest.

[](b) That state or federal law or federal rule or a federal deadline for state receipt of federal funds requires
immediate adoption of a rule.

Reasons for this finding:

(5.3) Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule?:

[]Yes X No If Yes, explain:

(6) Effective date of rule: CODE REVISER LfSE ONLY

Permanent Rules Emergency Rules CODE REVISER'’S OFFICE
X 31 days after filing ] Immediately STATE OF WASHINGTON
[] Other (specify) * [] Later (specify) FILED
*(If less than 31 days after filing, specific
flndlng in 5.3 under RCW 3405380(3) is required) FEB 2 2004
Name (Type or Print)
Mike Kreidler

- TIME _ 1:33 PM
Signature
WSR 04-04-070

Title Date

Insurance Commissioner February 2, 2004




Note: If any category is left blank, it will be calculated as zero.
No descriptive text.

Count by whole WAC sections only, from the WAC number through the history note.
A section may be counted in more than one category.

The number of sections adopted in order to comply with:

Federal statute: New Amended Repealed
Federal rules or standards: New Amended Repealed
Recently enacted state statutes: New Amended Repealed

The number of sections adopted at the request of a nongovernmental entity:

New Amended Repealed

The number of sections adopted in the agency’s own initiative:

New

I~

Amended Repealed

The number of sections adopted in order to clarify, streamline, or reform agency procedures:

New 7 Amended Repealed

The number of sections adopted using:

Negotiated rule making: New Amended Repealed
Pilot rule making: New Amended Repealed

Other alternative rule making: New Amended Repealed




(COMPLETE REVERSE SIDE)

NEW SECTION

WAC 284-74-400 Purpose. The purpose of this regulation,
WAC 284-74-400 through 284-74-460, is to recognize and prescribe
the wuse of the 2001 commissioners standard ordinary (CSO)
mortality table in compliance with RCW 48.74.030 (1) (a) (iidi),
48.76.050 (4) (h) (vi), and WAC 284-74-340 (1) and (2).

NEW SECTION

WAC 284-74-410 Definitions. (1) "2001 CSO mortality
table" means that mortality table, consisting of separate rates
of mortality for male and female lives, adopted by the National
Association of Insurance Commissioners (NAIC) in December of
2002. The 2001 CSO mortality table i1is included in the
Proceedings of the NAIC (2Znd Quarter 2002). Unless the context
indicates otherwise, the "2001 CSO mortality table" includes
both the ultimate form and the select and ultimate form of that
table and includes both the smoker and nonsmoker mortality
tables and the composite mortality tables. It also includes
both the age-nearest-birthday and age-last-birthday bases of the
mortality tables.

(2) "2001 CSO mortality table (F)" means that mortality
table consisting of the rates of mortality for female lives from
the 2001 CSO mortality table.

(3) "2001 CSO mortality table (M)" means that mortality
table consisting of the rates of mortality for male lives from
the 2001 CSO mortality table.

(4) "Composite mortality tables" means mortality tables
with rates of mortality that do not distinguish between smokers
and nonsmokers.

(5) "Smoker and nonsmoker mortality tables" means mortality
tables with separate rates of mortality for smokers and
nonsmokers.

NEW SECTION

WAC 284-74-420 2001 CSO mortality table. (1) The 2001
commissioners standard ordinary (CSO) mortality table may be
used as allowed in RCW 48.74.030 (1) (a) (iid), 48.76.050
(4) (h) (vi), and WAC 284-74-340 (1) and (2), subject to the
conditions in this regulation.

(2) An insurer may elect to use the 2001 CSO mortality
table as the minimum standard for policies issued on or after



January 1, 2004, until January 1, 2009. This table may be used
for any one or more specified plans of insurance subject to the
conditions in this regulation. If the insurer elects to use the
2001 CSO mortality table, it must do so for both wvaluation and
nonforfeiture purposes.

(3) An insurer must use the 2001 CSO mortality table as the
minimum standard for policies issued on or after January 1,
2009.

NEW SECTION

WAC 284-74-430 Conditions. (1) For each plan of insurance
with separate rates for smokers and nonsmokers an insurer may
use:

(a) Composite mortality tables to determine minimum reserve
liabilities and minimum cash surrender values and amounts of
paid-up nonforfeiture benefits;

(b) Smoker and nonsmoker mortality tables to determine the
valuation net premiums and additional minimum reserves, if any,
required by RCW 48.74.070 and use composite mortality tables to
determine the Dbasic minimum reserves, minimum cash surrender
values and amounts of paid-up nonforfeiture benefits; or

(c) Smoker and nonsmoker mortality to determine minimum
reserve liabilities and minimum cash surrender values and
amounts of paid-up nonforfeiture benefits.

(2) The composite mortality tables must be used for plans
of insurance without separate rates for smokers and nonsmokers.

(3) The insurer for each plan of insurance may use the 2001
CSO mortality table in its ultimate or select and ultimate form
to determine minimum reserve liabilities and minimum cash
surrender values and amounts of paid-up nonforfeiture benefits.
This 1s subject to the restrictions of WAC 284-74-440 and WAC
284-74-300 through 284-74-380 regarding the use of the select
and ultimate form.

(4) When the 2001 CSO mortality table is the minimum
reserve standard for any plan for an insurer, the actuarial
opinion in the annual statement filed with the commissioner must
be based on an asset adequacy analysis as specified in WAC 284-
07-380. The commissioner may exempt an insurer from this
requirement if it only does business in Washington.



NEW SECTION

WAC 284-74-440 Applicability to WAC 284-74-300 through
284-74-380. (1) The 2001 CSO mortality table may be used in
applying WAC 284-74-300 through 284-74-380 in the following
manner, subject to the transition dates for use of the 2001 CSO
mortality table in WAC 284-74-420 of this regulation (unless
otherwise noted, the references in this section are to WAC 284-
74-300 through 284-74-380) :

(a) WAC 284-74-320 (1) (b) (ii) : The net level reserve
premium 1s based on the ultimate mortality rates in the 2001 CSO
mortality table.

(b) WAC 284-74-330(2): All calculations are made using the
2001 CSO mortality rate, and, if elected, the optional minimum
mortality standard for deficiency reserves stipulated in (d) of
this subsection. The value of "g,u..." 1s the wvaluation mortality
rate for deficiency reserves 1in policy year k+t, but using the
unmodified select mortality rates if modified select mortality
rates are used in the computation of deficiency reserves.

(c) WAC 284-74-340(1): The 2001 CSO mortality table is the
minimum standard for basic reserves.

(d) WAC 284-74-340(2) : The 2001 CSO mortality table is the
minimum standard for deficiency reserves. If select mortality
rates are wused, they may be multiplied by X percent for
durations 1in the first segment, subject to the conditions
specified in WAC 284-74-340 (3) (a) through (1) . In
demonstrating compliance with those conditions, the
demonstrations may not combine the results of tests that utilize
the 1980 CSO mortality table with those tests that utilize the
2001 CSO mortality table, unless the combination is explicitly
required by regulation or necessary to be 1in compliance with
relevant actuarial standards of practice.

(e) WAC 284-74-350(3): The valuation mortality table used
in determining the tabular cost of insurance 1is the wultimate
mortality rates in the 2001 CSO mortality table.

(f) WAC 284-74-350 (5) (e): The calculations specified in
WAC 284-74-350(5) must use the ultimate mortality rates in the
2001 CSO mortality table.

(g) WAC 284-74-350 (6) (e): The calculations specified in
WAC 284-74-350(6) must use the ultimate mortality rates in the
2001 CSO mortality table.

(h) WAC 284-74-350 (7) (b): The calculations specified in
WAC 284-74-350(7) must use the ultimate mortality rates in the
2001 CSO mortality table.

(1) WAC 284-74-360 (1) (a) (ii): The one-year valuation
premium must be calculated using the ultimate mortality rates in
the 2001 CSO mortality table.

(2) Nothing in this section expands the applicability of
WAC 284-74-300 through 284-74-380 to include 1life insurance
policies exempted under WAC 284-74-320(1).

[5] OTS-6716.2



NEW SECTION

WAC 284-74-450 Gender blended tables. (1) On or after
January 1, 2004, an insurer may substitute a blended mortality
table for the 2001 CSO mortality table for any ordinary life
insurance policy delivered or issued for delivery in this state.
The ordinary life policy must have (a) utilized the same premium
rates and charges for male and female lives and (b) been issued
in circumstances where applicable law does not permit

distinctions on the basis of gender. The substituted table may
blend the 2001 CSO mortality table (M) and the 2001 CSO
mortality table (F) for wuse in determining minimum cash

surrender values and amounts of paid-up nonforfeiture benefits.
The table may be used for any one or more specified plans of
insurance subject to the conditions in this regulation. No
change in minimum valuation standards is implied by this
subsection.

(2) The insurer may choose from among the blended tables
developed by the American Academy of Actuaries CSO task force
and adopted by the NAIC in December of 2002. The mortality
table chosen must be Dbased on the blend of 1lives by gender
expected for the policies to be issued. The 2001 CSO mortality
table (M) and 2001 CSO mortality table (F) may only be used
where the proportion of individuals insured is anticipated to be
ninety percent or more of one gender or the other.

(3) An insurer shall not wuse gender blended mortality
tables unless:

(a) The ©Norris decision (Arizona Governing Committee wv.
Norris, 463 U.S. 1073, 103 S. Ct. 3492, 77 1. Ed 2d 1236 (1983))
or other federal law is known to apply to the policies involved;
or

(b) The insurer has a bona fide concern that the Norris
decision or other federal law might reasonably be construed to
apply by a court having jurisdiction.

(4) It is not a violation of RCW 48.30.300 for an insurer
to 1issue the same kind of policy of 1life insurance on both a
gender distinct and gender neutral basis.

NEW SECTION

WAC 284-74-460 Effective date. The effective date of this
regulation is January 1, 2004.

[6] OTS-6716.2



